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1* General Conditions in jjalkan state s? 

In general the results of economic relations and trade agreements in the year 
1945-46 are judged with reservation by the Commercial policy Section of the 
Czechoslovakian Ministi*y cf Foreign Affairs* as well as by other economic of- 
fices', Owing to the general droughts the 1946 crop in the Balkan States was 
catastrophic* Therefore* they had to import great quantities of agricultural 
products (corns wheat* flour* etc*) from Russia and especially from the western 
non-European states. JXie to the political orientation .of the Balkan states 
toward the East* they could only import minimal quantities so that there are 
alarming reports of the scarcity of food, especially in Rumen ia* As a further 
consequence there is not much trading between these states* end very high prices 
exist for the available domestic productsc 


2* 


Czechoslovak ia ~ Bulgaria 

a) Enclosed is a complete translation of the first trade and compensation agree- 
ments* with all preambles between CSR and Bulgaria as settled in October 1945* 
(Page 1)* as well, as the telegram ( »TOlef onogramm" ) on (Page 4)* concerns a 
confidential rerori; to the Czechoslovakian Foreign Ministry eb out the market 
situation end the high cost of tobacco* The difficult economic situation in 
Bulgaria is described in Communication 2, and it follows from this that the 
CSR signed the commercial treaty mainly for political reasons* (Page 5) and 
(Page 6) contain the exact words of the Protocol of 20 October 1945 concerning 
the exchange of merchandise^ prices for which were to be ba sedan the Swiss 
franc* Paragraph 6 is especially noteworthy inasmuch as both countries agree 
not to re-export merchandise without a written consent from the country which 
originally exported the merchandise* 
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b) Because of the poor 1946 crop,, Bulgaria can of far for export at present 
oBly vegetable aoeda 0 fruit pulp and concentrate without sugar 9 mine^ 
®livowit* D tobacco « skin/i e intestines for sausage skins,, medicinal plant© 
and ere* They wish primarily to import finished products » household ar~ 
ticie s 9 farm machinery* complete faotcry installations and railroad con- 
struction material o 

In 1946 the compensation agreement was completed through a new monetary 
exchange treaty ("Cleariag-mndelsvertrag* ) 0 set up on the basis of 5 leva 
to 1 kroner e Other than this* no change has been made since the first 
treaty e aa Bulgaria is not in a petition to add new items to the original 
export listo 

d) Czechoslovak officials ccmplair about this monetary arrangement c and 

at least one Councillor voiced his cancer a about Bulgarian liabilitiesc 
The irresponsible behavior of the Bulgarian impart and export firms is con- 
sidered in Prague to be especially detrimental to satisfactory trade* 

Vfhile CSR has delivered punctually considerable quantities of goods* machines 
and material far reconstruct! cap Bulgarian deliveries were made slowly and 
only after prolonged urging 0 if at all. The lommeroial policy section had 
to undertake negotiations in behalf of the Foreign Ministry and diplomatic 
representatives hut their results were always limited to the individual case 
concerned * It is expected that this state of affairs will not alter before 
the 1947 harvest So 
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COPT 


Buchcr^&t* 22* October 1945 

Foreign Ministry 
Braga® 

Report No* 3/Bulgoi i*/ P :.Hgr? ”r£»at B Coaf idontial 3 


Th® representatives of th© Czechoslovakian itdmini strati ca of th® 
tobacco monopoly, rho remained in Sofia to negotiate for the payment of 
tobacco with different goods on th© basis of th® trad® agreement® de- 
livered a report by telephone on 23 October 1945« a copy of which i© 

enclosed.. 

To explain this report w© isention tk® folia ing? 

I^uriag th® negotiations in Sofia the board of director© for foreign 
trad© presented us with the tobacco price list in which th© diff^ront 
kinds rang© iron 11 ®fr» to 16 sfr® which not only repremntrs a pries isi^ 
©rease of iiorQ than. 100 ^ {before th® mir the avers, ge jxrio© was about 
5*6 efr o } f but g with th® new parity cf the kroner, represent© a tobacco 
price inexeaa© of mar© than thro© timnn as auchu as is evident*, th© 
representatives of the administration of the tobacco ntfsjaopoly assume that 
the supply of our goods e which we will export to Bulgaria 0 must be in° 
creased by at least 7 Qg§ that i 8 0 twice the age of 0 r o K 0 PAL 3 © so that 
the export industries can make the extra payment to the administration 
of the tobacco monopoly » On the occ&s.toa cf the telephone conversation 
between Qr ft FERKYS and the representative of the rdmini strati on of th® 
tobacco monopoly a:, the 24 th of thismonth, the representative was in- 
formed that if desired a report will be given to irague and that th© 
delegation has no objection to th® compensation a© euggeatedo 

A copy cf this is being sent to the Ministry cf Foreign Trade c 
Ministry of Finance „ Czechoslovakian National Bank and th© administra- 
tion of the tobacco inoaopoly* 


Dictatedby Dr* ATOENTHABSR 
Minister 
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Communication KOo 2 


After the first transect ions 0 about which we ecanuaioated with Blague D the situation 
has developed as follows s 

The Bulgarians agreed that the mutual trade should be built up on the principle of 
private compensation, after which it was made clear that, during the present situation 0 
it would mot be possible to determine s • clearing* exchange which would make possible 
an exchange of goods in this manner without harming one of the partner e« Difficulties 
arose with regard to the list of goodse This year Bulgaria had the worst drought it has 
seen in the past 6 q years, and the Government is much concerned about the next several 
months* In Bulgaria they have no wheats corn, potatoes*, linseed or sugar, and very 
few beets* There is a great need for fodder, and the tobacco crop is poor* The only 
produets Bulgaria has ares fruit (but no plums)?, m abundant quantity of fruit pulp 
which 9 because of the lack of sugar, cannot be made into marmalade g very good wine from 
this yearns erop^ alivowitz and similar products* During this critical Bulgarian 
situation our transactions ccmaancedo which on ths one hand was vary advantageous to the 
Government because it could show the nation 0 before the election 0 that it was concerned 
about procuring goods for Bulgaria, but cm the other hand, presented enormous difficult iss 
because the Bulgarians were net in a position to deliver some of the goods on the lists® 
such as sesds, fruit pulp® etOo, which could be used to cover the necessary import re- 
quirements.? Consequently o they were caught unprepared by the election campaigns* In 
this regard, the situation developed so that on the one hand the Bulgarians gave ue a 
list of t^ieir wishes® the original of which I am enclosing as enclosure NOo 1, and of 
which we have only one copy 0 and on the other hand they proposed to us the experts to 
C3R as in enclosure No* 2a It was clear to us that we either baa to creak off the 
transactions or drag them out until the elections in Bulgaria were over, that is, until 
approximately the end of next month* The leading personalities of the Bulgarian Office 
far Foreign Trade and the general secretary of the Minis try of the Interior turned con- 
fidentially to us and requested that we sympathize with their extremely difficult sit- 
uation and they assured us that without lists we would get greater quantities of goods 
and better values than those shown on the lists* After considering all these circum- 
stances we have decided to make only a skeleton agreement, a copy of which is enclosed* 
The national banks have reached an agreement concerning the financial payments about 
which Herr mgo HOTSGH (name garbled) delivered a report, which is also enclosed., The 
trade representatives cams to an agreement about transportation on the Danube wherein 
the Bulgarians promised us that they were prepared to go to Bratislava and back with the 
lb railway trains and 3 *RemGrkea" which were left to them, after which, railway trans- 
portation, according to all indications 5 would be impossible mainly because of unsettled 
payment questions between Bulgaria and Rumania, The trade representatives will deliver 
detailed reports later when they have spent another day in Ruti&uk, Bulgaria, discussing 
trade tariffs and other questions, and will probably return today at nootto 

The situation at the moment is as follows « 

lo It is necessary that the private compensation for about 2 million kg of tobacco 
be negotiated immediately as the Bulgarians have Indicated to us, end that about 
i million kg be paid for with goods which we can deliver immediately - ferro- 
concrete, cigarette paper, electric motors, partial agricultural machines and 
other valuable goods •* the choice of which is possible from the list which ws 
enclose « The remaining i million kg of tobacco, and subsequant amounts, the 
Bulgarians intend to pay for with machine installations, particularly electro- 
technical, and to this end they plan to sand a commission to ur within the next 
few days which will be prepared to negotiate concrete transactions. The Bulgarians 
also have a great interest in railroad material but we did not give them any hope 
in view of our own difficult situation in this respect* 


(**£• 3) 

2 0 They promised to be prepared to grant us a compensation of 500 kg of raw opium 
(allegedly they hare no mere) for medicine, and it would be necessary for us to 
inform them as soon as possible exactly which medicines we could deliver? 

3o The possibility exists that we may get a number of "Bakauner* from Bulgaria, 

(perhaps up to 6 000 pieces or more)?. Lightweight hogs averaging about 50 kg, 
dead weight, yield about 25 kg of "Bakauaer** Furthermore, it would be possible 
to get *Dauerwurat* containing about 6o«?0£ park* and several carloads of rice 
(perhaps about carloads)? 
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4* It slight be indicated however 0 far psyohologlcfil reasons* to suggest to Bulgaria 
that payment be offered in a certain quantity of m&rnB&lad© ° in connection with 
which we call attention to th© excellent grape inarm lad© which contains only 
natural sugar - and other goods; for example* hat a* which they could so nd* It 
is urgent that the firms immediately undertake the matter concretely and ener- 
getically* so that no time ia lost* It would b© b© jt far the interested parties 
in Prague to farm an association which would handle the transaction* 


Bucharest 9 22 October 1945 
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( *Telef anagrams ) 


from Br. N070TNY from Sofia to Dr« AUGENTBALER or comaunicated to RT* PJETERKA* 
J o ONDRA Moiiwd the report on 23 September 1945 *t 1830 hour a. 

Vary urgent! 


flPo NOVGTNT consaunl cates j 

lo The Czechoslovakian delegation (the administration of the tohaeoo monopoly) 
visited the Minister of Trade twice with the representatives of the Bul- 
garian administration of the tobacco monopoly o 

2o 3o000„000 kg of tobacco were promised 0 if, by 30 June 194&* the equiv~ 
alent in our products could be delivered, particularly the machineso 

3« Without concrete offers of counter-compeaaationu, giving the kinds® 
quantities and prices, they would not give credit o 

4o For the first part of the tobacco delivery they demands agricultural 
machinery, electric motors, f err o~ concrete, cigarette paper, hops, 
sewing machines, metal and woodworking machines, plough shares, and 
other finished products of the metal industry « 

5° The Minister of Trade explained that a Bulgarina delegation of merchants 
and representatives of the offices would leave for Brague in a week far 
compensation negotiations o 

60 It is necessary to inform the Ministry for Foreign Trade in Brogue quickly 
by a code -telegram* 

a) that our firms should not quote prioee to the Bulgarian delegation 1 

b) that to the prices far experts to Bulgaria will be added an extra 
charge, on behalf of the administration for the tobacco monopoly, in 
an amount twice the age of KOPALS in percent, to equalize the high 
purchase price of tobacco o 

7° At the same time the Ministry far Foreign Trade in Brogue should be in- 
formed that the prices of supplies for Bulgaria (exports including tobacco 
prise increase) should be offered in sfr<> , whereby the prloe of tobacco 
should be converted at the new rate of exchange, llo20 kfis for the s£r<> 

80 The representatives of the Czechoslovakian firms in Bulgaria are informing 
their main offioes to make offers of goods which they can deliver immedi- 
ately, and to get instructions from the Ministry for Foreign Trade before 
making the offerso 

9® Tomorrow morning between 9*30 and 108 00 o 9 clock, someone from the delega- 
tion (ETo PETERKA) should call the delegation in Bulgaria, which at this 
time will be waiting at the office of the firm KOtva, telephone No* 19260 
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Froto&oX 

of the settlemsnt for exchange of goods between the Czechoslovakian Republic and 
the Kingdom of Bulgaria. 

The governments of the Czechoslovakian Republic and the Kingdom of Bulgaria,* 
wishing to renew and strengthen the economic relations between both countries 0 
have agreed as follows a 



.Paragraph l ft 

Bur lag the time in which this protocol i a valid, the exchange of good«? 
between the Czechoslovakian Republic and th© Kingdom of Bulgaria will bo carried 
on in the manner of private compensations which are approved beforehand by th© 
contracting officials of both countries* 


Paragraph 2 * 

The compensation transactions wfcioh are granted through the off i dale of 
both countries should be fulfilled within a period of two months from tfco day 
of th® final grant * If the character of th© transaction or the manufacturing 
of th© goods demands a longer delivery period, th® period for fulfilling th© 
granted earnest ion© can be agreed to bo prolonged.. 

This two^month period can also ba prolonged if the carrying through of th© 
transactions has a 3 ready begun in part, or if after csitual agreement both par- 
ticipants wish it 6 The contracting officials of both partners will inform them* 
selves mutually by telegram of the issued grants* 


paragraph 3,, 

The price© of th® Chechoslovakian and Bulgarian goods which are the objeat 
of the condensation transactions between both countries are expressed in Swiss 
francs and are determined by mutual agreement of the contracting officials of 
both countries* 


paragraph 4« 

The freight and th© other duties for the Czechoslovakian goode 0 as well as 
for the Bulgarian goods which are transported on th© Destube G are paid by the 
sendor as far as the shore of the shipping harbors* 

The accepting of goods, as far as the quality and quantity are concerned 0 
will proceed according to agreement by th© contract or s« 

Aa soeax as direct rail transportation between both these countries is pos- 
sible 9 the "Agreement about the introductory direct transportation of goods be- 
tween GSR and Bulgaria" will come into force e as agreed upon today* 


paragraph 5* 

The good* on the Danube will be traneported on the baais of reciprocity of 
ships of both countries whereby it it intended that the ships in all cases and in 
both directions are fully utilized* 


paragraph 60 

The Czechoslovakian and Bulgarian governments promise each other that tfco 
goods which are traded between them nil 1 not be exported to a third country without 
previous written consent from the country whence the goods originally came* 
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Barasp'aph 7, 

„ u « ww f M » at » «»3ider it necessary that the Ozechrunlcnrekisa National 

Balk and the Bulgarian National Bank come to an agreement about the preliminary 
regulation of individual payments between both countries. 


Baragraph 3 , 

, countries will follow th.i development of the mutual exchange of goods 

and will inform themselves about the established difficulties which arise ea a 
result <, 


(Sage 6) 

At the beginning of the year 1946» and if possible before the end of this 
month of ifcreh. a mixed oownisaion of both countries -dll investigate the complete 
development of the exchange of goods In order to instigate end agree on changes 
in this protocol „ If, however, in the Inarest of sound development of the ex- 
change of goods, an earlier revision cf this protocol is necessary, ee.ch partner 
«?a try throne* diplomatic channel® to gat immediate r-evlsions. In this event 
tbs partner trying to get the revision must present h<n suggestion together with 
detailed reasons to tho government of tha other partner. 


paragraph 9» 

1‘his protocol is valid from 28 October 1945 unt 11 30 Tune 3 . 946 , 

rsra®! up in sofie in two original copies in Cze ;<hoslova>s tan and Bulgarian 
lenguagea on 20 October 1945, 


For the Czechoslovakian Government* For the Bulgarian Governments 
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